This study focused on the impact of FDI on economic growth in the entire of Vietnam and in the provinces which are ranked differently on socio -economic conditions. Based on a panel dataset of 64 provinces and cities in Vietnam and used the fixed -effects estimation method for econometric models, the empirical results show that 
Introduction
In the current period of severe economic competition, rapid and sustainable growth has posed many challenges for the countries in the world. In this context, FDI flows are considered as the effectively supportive capital that has contributed to the national growth and development, especially in developing countries. Many countries therefore try their best to attract as many different FDI as possible. Financial competition has occurred among not only countries but also provinces within a nation as well in order to get the FDI for themselves. It leads to the fact that Vietnam is not out of that trend and (Sundaram, 2009 ) argues that to meet its development objectives Vietnam has to choice in attracting FDI.
Since the 1986 "Open-door" policy, Vietnam has been improving its investment environment to attract more and more foreign direct investment and this country had its FDI in 1988. The first amount of FDI capital however was not been officially disbursed until 1991. Total implemented FDI capital reached 19.5 billion dollars during the period 1991-2000; however this FDI flow really increased dramatically in the period from 2001 to 2010 with total implemented FDI capital was up to 58.5 billion dollars. It is almost three times higher in comparison with the previous period. It can be observed that within the twenty years from 1991 to 2010) the number of projects has increased from 152 to 1.237 projects, and the implemented FDI capital also soared from 328.8 million dollars to 11.0 billion dollars.
According to (Sajid Anwara & Lan, 2006) concluded that mutually reinforcing two -way linkage between FDI and economic growth exists in Vietnam. FDI effects directly and positively on GDP in the period 1996 -2005 and its impacts on economic growth in Vietnam will be larger if more resources are invested in education and training, financial market development and in reducing the technology gap between the foreign and local firms. Agreeing with this verdict, (Srinivasan, P. et al., 2010) also indicated that there is a bidirectional relationship between FDI and GDP in Vietnam. To examines the bi-directional connection between FDI and economic growth in Cameroon for the period (1980 -2009) , (Zengkui Kang, 2010) confirmed that the positive link between FDI and economic growth and external resources are more efficient than domestic investment for economic growth. By using time-varying coefficients in an augmented production function and let FDI indirectly affect GDP growth through labor productivity. (Vu, 2008) shown that FDI has significant and positive effect economic growth in Vietnam, but the effect is not equally distributed among economic sectors.
By using the panel data model across 61 provinces and cities of Vietnam in the period 1995 to 2006 , (Thu, 2010 shown that there is a strong and positive effect of FDI on economic growth in Vietnam. (Anh, 2003) proved that FDI contribution to growth was estimated to be about 7% out of 37% of total capital contribution to growth in the period 1988 -2002 . FDI has the positive relation with domestic investment and economic growth and FDI generates both significantly positive short-run and long-run impacts on economic growth in Vietnam. (R. Ledgerwood, 2010) explored the hypothesis that foreign direct investment can promote growth in developing countries and he indicated that FDI has positive and significant effect on economic growth in 85 developing countries covering Asia, Africa, and Latin America and the Caribbean for the period 1980 . (Charlton, 2007 found that the growth effects of FDI increase when we account for the quality of FDI.
To study the relationship between FDI and economic growth in Malaysia for the period 1970 -2005 by using time series data. (Har Wai Mun et al., 2008) shown that there is a significant relationship between economic growth and FDI in Malaysia. FDI has direct positive impact on GDP, which FDI rate increase by 1% will lead to the growth rate increase by 0.046072%. Basing on the statistical data of 2000 -2008 year, covering 31 provinces of panel data, the aim to analyze and estimate the relationship between FDI and the provincial gross domestic product growth rate. (Zhang-Liang MA, 2010) found that FDI inflows on regional economic growth greatly influence an increase of 1 percentage point per input, it will promote economic growth of 4.8 percentage points. Increase in investment in fixed assets also promote the region's Economic growth, an increase of 1 percentage point per input, it will promote economic growth by 1.2 percentage points.
According to (Kim & Bang, 2008) examined relationships between FDI and economic growth in Ireland. They indicated that FDI, domestic capital, and trade are statistically significant in both the long -run and the shortrun, having positive effects on economic growth in this country. They also found that there is a bi-directional Granger causality between GDP and FDI, therefore FDI -led growth. It can be observed that Vietnam achieved dual success in this period as GDP in 2010 increased at least two times in comparison with 2000 which made Vietnam escape from the underdevelopment situation as the target posed. Besides, the milestone that Vietnam became the 150th official member of the WTO in January 2007 after 11 years of negotiation upgraded the position of Vietnam in the international arena.
Overview of Vietnam's FDI Inflow
In the past 20 years, FDI has become an effectively supportive capital for economic growth and development of Vietnam. Every year, Vietnam has received thousands of foreign investment projects with a large amount of FDI disbursed which has created a mass material wealth for society and considerably contributed to the state budget.
After the Foreign Investment Law had been promulgated since1987, FDI officially flew to Vietnam with the first amount of 342 million dollars in 1988. The period 1988 -1990 however, there were on FDI committed capital, without any implemented capital. It could be explained that when the Vietnamese Government opened its integration with the world economy, the foreign investors came to Vietnam with the purpose of exploring the market and investment environment not for a "real" investment. After the first FDI unit officially went into business and production in 1991, the shortcomings of guiding and managing this type of investment have come into being. Therefore, to match the reality, the investment Law was firstly amended in 1992. It made the registered FDI capitals increased strongly in the period 1991 -1995 from 1.29 billion dollars to 6.94 billion dollars; the implemented FDI capital sharply grew up from 328.8 million dollars to 2.56 billion dollars. 1995 was the year which marked the recorded high economic growth rate during past 20 years of Vietnam's economy (9.54%).
The trend of more and more diversified types of investments, along with the appearance of many international investors makes the Vietnamese Law need to be amended. So, it was amended the second time in 1996 by a more flexible direction. It leads to the issue that the implemented FDI capital from 2.71 billion dollars in 1996 increased to 3.11 billion dollars in 1997. It is said that Vietnam has emerged as an attractive and potential destination as well as investment market of the foreign investors in this period. This is demonstrated by the rapid increasing in both FDI capital and the number of projects. However, the Asian financial crisis occurred in 1997 negatively affected to the economic situation of many countries in the regions and on the world. The period 1998 -2000, revealed the slowdown of this capital; the rate of economic growth of Vietnam also decreased dramatically in 1999 and reached a low record level 4.77%, doubled lower than in 1995(GSO). Vol. 5, No. 8; 2012 input factors and lead to the growth of productivity (Mankiw, 2004) . (Salvatore & Hatcher, 1991) argued that export orientation leads to higher the productivity factor because of better exploiting the ability scale of the economy. On the other hand, it will reduce the serious constraint on foreign exchange and facilitate to access international market greater. Moreover, the international trade will lead to a higher technological innovation rate.
According to (Boriss & Herzer, 2006) argued that export is considered as a vehicle of growth through the expansion of external demand. Besides, (Grossman & Helpman, 1991) indicated that export can positively contribute to the economic growth through various means such as facilitating favorable conditions for exploitation of economic scale, or promoting the diffusion of technological knowledge. Therefore, the production function can be expanded by adding export variable. (Romer, 1989) indicated that financial development has a significant positive impact on economic growth. (King & Levine, 1993) stated that the level of higher domestic investment has positively impacted on faster the economic growth and stronger capital accumulation in the future. Model 1 therefore was expanded and takes the following form.
Y = f (DI, GE, FDI, L, EX)
I: Domestic investment, GE: Government spending, EX: Exports. To answer the question mentioned above as well as to find out the significance of the explanatory variables, model which analysis empirically the impact of FDI on economic growth of Vietnam in the period 2000 -2010 is represented as follows.
Where; GDP: Gross domestic product at current prices, X: Matrix; Control variables includes DMI is total domestic investment capital consists of state and private capital, GEX refers to government expenditure, TRB is trade balance, it is measured by export minus import, EXR is average exchange rate stated by State Bank of Vietnam, LGR presents growth rate of labor force, i = 1, 2 to 64, refers to individual province of Vietnam, t refers to years from 2000 to 2010.
= u i + e it
u i is time-invariant unobserved individual factors that determine the outcome, e it is time-variant unobserved individual factors (idiosyncratic error) that determine the outcome. Due to the incidental parametric problem, we can't take the first difference to obtain the coefficient for time-invariant unobserved individual factors u i . Therefore, two possibilities could affect the consistence of coefficient. If u i is uncorrelated with explanatory variables, the random-effect model can be achieved in estimation, However, if u i is violated the determination of outcome variable, in other words, they has correlation with explanatory variables, the obtained coefficients may lead to be unbiased and fixed-effect model is needed to be tackled for the solution. We decide to approach the Hausman test to detect the appropriate method for above panel data. As a result, the P-value showing below 0.05 approves the fixed-effect model. In this case, by using fixed-effect estimation, the u i will be eliminated across years, and the coefficient will be determined by entirely time-variant factors.
Data
As mentioned above, the information technology has only been used widely and fully for the collection, processing, storing the statistics data in 64 provinces and cities of Vietnam since 2000. Thus, the data we had in this period was really perfect, reliable, and strong balance panel data. Variables of GDP, XK, NK, GEX, DMI, EXR were taken from the Statistical Yearbook of 64 provinces and cities of VN provided by General Statistics Office (GSO) in the period 2000-2010, FDI variable received from the Ministry of Planning and Investment, LGR got from the Ministry of Labor Invalids and Social Affairs. All Vietnamese monetary variables are converted into USD in accordance with the annual average exchange rate. In addition, to conduct empirical analysis, this study collected several various information sources such as website of 64 provinces, Ministry of Science and Technology.
Empirical Results

The Impact of FDI on the Economic Growth of Vietnam
After estimating the impact of FDI on the economic growth of Vietnam and satisfying by the Hansen test and by using the fixed-effect estimation methods to test the research questions. The estimation results present in column 1 (Table 3) shows that the estimated coefficient of FDI is at 1% statistically significant level with ceteris-paribus. Vol. 5, No. 8; 2012 government spending, domestic investment, FDI of previous year. The regression coefficients of these factors are statistically significant.
According to the ranking of provinces in Vietnam in accordance with its socio -economic conditions, there are two kinds of categories: the provinces with difficult socio-economic conditions ranked first (PR = 1) and the provinces with extremely difficult socio -economic conditions ranked second (PR = 2). In period 2000 -2010, there were 17 provinces in whole country ranked first and 47 provinces ranked second. To test the impact of FDI on economic growth in provinces which were differently ranked.
Set Prcat = 0 if PR = 1; Prcat = 1 if PR = 2. Thus, if Prcat = 0, it means that provinces have difficult socioeconomic conditions, if Prcat = 1, the provinces have extremely difficult socio-economic conditions. The model is extended by adding the dummy variables Prcat. The result in column 2 (Table 3) shows that the estimated coefficient of FDI variables is 0.2506076, the variable of (FDI * Prcat) is -0.179302. Both of these coefficients are at 1% statistically significant level. It can be explained that the impact of FDI on economic growth in provinces which are ranked second (extremely difficult socio -economic conditions) is less than in the provinces which are ranked first (difficult socio -economic conditions) is 0.179302 dollars. Thus, the impact of FDI on economic growth in the provinces which are extremely difficult socio -economic conditions is less than in the provinces which have better socio -economic conditions. In other words, FDI has contributed more significantly and positively in explaining GDP in provinces with better socio-economic conditions.
The Impact of WTO and Law Matter in Attracting FDI in Vietnam
To test the hypothesis of how joining WTO and legal issues impact in attracting FDI in Vietnam, the model is extended to consider their interaction by adding variables (WTO * FDI) and (LAW * FDI) into the model. Estimation results in column 3 (Table 3) show that, the regression coefficient of the variable (WTO * FDI) are at 5% statistically significant level. It is implied that the WTO accession has significantly positive impact on attracting FDI in Vietnam in the period 2007-2010. On the other hand, the result also indicates that after joining the WTO, FDI has a more positive and stronger impact on the Vietnamese economic growth than in the previous period.
Examining this effect in the provinces which are differently ranked, variable (FDI * WTO * Prcat) is added to the model. According to the results in column 4 (Table 3) , it indicates that the regression coefficient of the variable (WTO * FDI * Prcat) is -0.1855055 at 1% statistically significant level. This illustrates that the impact of WTO accession on attracting FDI in the provinces ranked second is lower than provinces ranked first by 0.1855055 dollars. Thus, after joining the WTO, the amount of FDI capital has grown rapidly in VN and the impact of WTO accession on attracting FDI in the provinces ranked second is less than in provinces ranked first.
It is also similarly to the legal issues. Estimation results in column 5 (Table 3) Considering the influence of this factor in attracting FDI in the provinces which are differently ranked, the variable of (FDI * LAW * Prcat) is added to the model. The results presented in column 6 (Table 3) show that estimated coefficients of the variable (FDI * LAW * Prcat) is -0.1477234, at 1% statistically significant level. It can be observed that after promulgating of the Unified Enterprises Law and modifying the Investment Law, FDI attraction in the provinces ranked second is less than the provinces ranked first by 0.1477234 dollars. Thus, after issuing a Unified Enterprise and amending Investment Law in 2005, the amount of FDI capital has grown strongly in Vietnam and its influences on the provinces with extremely difficult socio economic conditions is less than the provinces with difficult economic conditions (first ranked provinces). In order to confirm whether the impact of legal issues are more active than WTO accession in attracting FDI or not, the model is extended by adding the two variables. The results in column 7 (Table 3) describe that both of these two factors have contributed positively to the growth of FDI in Vietnam. Estimated coefficients of the variable (WTO * FDI) is 0.1145248, and the variable (LAW * FDI) is 0.5002864 at 1% statistically significant level. It indicates that the impacts of law factor on attracting FDI are more positive and stronger than WTO factor.
This reflects that the policies and goals have made by Vietnamese government to promote economic growth through FDI inflow in remote areas with extremely difficult socio -economic conditions such as Midland and Northern Mountain, North Central and Central Coast, Central Highlands has effective and positive impact in FDI attraction strategy of Vietnam. However, to attract more and more FDI than in the remote areas, especially in the localities with extremely difficult socio-economic conditions, the central and local government should be focus Vol. 5, No. 8; 2012 on investment infrastructure, labor skills, human capital, financial market development, develop and extend industrial zones.
In short, the promulgation of Unified Enterprise and the Investment Law amendment in 2005 as well as WTO accession in 2007 have positive impacts on attraction of FDI in Vietnam. These impacts on the provinces in first ranking are stronger than the provinces ranked second (extremely difficult socio-economic conditions) for the period 2005 -2010. Comparison the effect of two these factors on FDI attraction, the results are found that the law factor has more positive effects than WTO factor in attracting FDI in Vietnam. Thus, it can be inferred that the policy factor requires an important role in attracting FDI in Vietnam. It leads to the problem that the policy makers of Vietnam have to pay more attention to the offering the appropriate policies to attract more FDI for the host country. Source: Calculated by Author; statistically significant level: * α = 10%, ** α = 5% and *** α = 1%. (Table 4) show that FDI only positively impact on the economic growth of regions as the Midland and Northern Mountain, Central Highlands region, the Southeastern region, and the Mekong Delta region. Estimated coefficients of these areas are at 5% and 10% statistically significant level.
The Impact of FDI on Economic Growth in Regions of Vietnam
The surprising and contrary thing to the hypothesis is the Red River Delta and the North Central and Central Coast are the two regions accounting for a large proportion of FDI but the results do not reveal the positive impacts of FDI on the economic growth in two these regions. The Red River Delta is the key economic region of North and whole country with proportion of FDI is 15% of whole country's FDI, and the North Central region and Central Coast, FDI is accounted for 39.74% of the entire country. This again confirms that the quality of projects in these two regions is less than other regions.
The Impact of WTO Accession and the Law in Attracting FDI by Region
Considering the impact of promulgating Unified Enterprises Law and amending Investment Law as well as WTO accession on attracting FDI, the empirical results in column 6 (Table 5 and Table 6 ) show that these factors have a positive impact on attracting FDI in 3 of 6 regions, including Midland and Northern Mountain, North Central region and Central Coast and Mekong River Delta region.
There are not any found impacts of these two factors on attracting FDI in the Southeast region and the Red River Delta. This is contrary to the author's expectation that the region with better socio-economic conditions impacted by WTO accession and legal issues stronger and more positive on FDI attracting. 
Conclusion
This paper focuses on the impact of FDI on the economic growth of the entire Vietnam and in the provinces which are differently ranked on socio-economic conditions in the period 2000 -2010. By the fixed-effect estimation method for econometric models, the empirical result shows that FDI has strong positive impact on the economic growth of Vietnam in the period [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] . Besides, the study shows that the impact of FDI on economic growth in the provinces which are ranked first is stronger than in the provinces which are ranked second (provinces and cities with worse socio economic condition). Enacting the unified enterprises law and amending the investment law in 2005 have positive effect on attracting of FDI in Vietnam, especially in the provinces which have better socio -economic conditions. On the other hand, WTO accession has positive impact on attracting FDI and exporting. Comparing the impact of WTO and Law factors on attracting FDI, the results indicate that the law factor has more positive and stronger impact on attracting FDI in Vietnam in the period 2006 -2010. It requires the Vietnamese policy makers of to pay more attention in improving the investment climate, amending institution in order to encourage and create favorable conditions to attract as many foreign investors to Vietnam as possible. In addition, the results of the impact of FDI on economic growth in different regions of Vietnam, show that FDI has a positive impact on economic growth only exists in 4 of 6 regions including Midland and Northern Mountain region, Central Highlands region, the Southeastern region and Mekong River Delta region. An inconsistent and surprising problem which is contrary to some of the previous studies is the regions attracting more FDI will have a positive impact on it economic growth. This study finds no positive impact of FDI on economic growth in the Red River Delta region and the North Central region and Central Coast, although these two regions have density of FDI compared to the whole country is 15.22% and 39.74%, respectively (Figure 2 ).
On the other hand, these regions not only have good socio-economic situations with a developed financial market and infrastructure system, skilled and abundant labor force but also are key economic regions of the country. Meanwhile some other areas such as Midland and Northern Mountain, Central Highlands have the proportion of FDI is very low in comparison with the national FDI. It is 1.30% and 0.43%, respectively (Figure 3 ) but FDI has contributed significantly and positively in explaining the economic growth. This issue seems to reflects the quality of the project have a positive effect on economic growth, not the amount of registered FDI capital. It can be observed that the projects quality in the regions attracting more FDI is more inferior to others. The results of experimental studies also show that FDI has positive effects on the export promotion in Vietnam in the period 2000 -2010. However, consideration this impact by region, FDI only has positive effects in the regions as Midland and Northern Mountain, Mekong River Delta, Southeast and Central Highlands while this effect was negative toward the Red River Delta region, North Central region and Central Coast. This study has not explained yet why there is not an impact on the economic growth in regions attracting more FDI capital while others regions with less FDI get a positive impact. Therefore, we will try to explore this problem in the near future.
